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The debtor performed work on ships for the Navy.  The Navy had

overpaid the debtor $735,000 on one account, but held a retainage

account of $945,000 on another.  After the debtor demanded the

retainage on the latter contract, the Navy placed $735,000 in a

suspense account to cover the overpayment, and paid the remaining

$210,000 to the debtor.

The navy did not violate the stay by placing the funds in a

suspense account pending a determination of it's setoff claim.  The

debts were mutual, and the Navy's setoff claim was a secured claim.

Confirmation of the chapter 11 plan did not discharge the Navy's

secured claim or render the setoff account free and clear of the

Navy's claim, because the plan did not acknowledge or make explicit

provision for the treatment of the claim or interest.  The claim

was not discharged, and the Navy was entitled to keep the funds.

    




























